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SUBJECT: Prohibit Disclosure of Tax Return Information by Tax Preparers and
Busi nesses

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASAMENDED May 17, 2000, STILL APPLIES.
OTHER - See comments below.

SUWARY OF BILL

This bill woul d:

Expand crim nal sanctions for disclosures of tax return information by

busi nesses that prepare returns to add certain disclosures nade either within
the tax preparing firmor to subsidiaries or affiliates of the tax preparing
firm

Add filing an inconme tax return electronically to the list of activities that
defi nes persons engaged in the business of preparing tax returns or assisting
in the preparation of tax returns.

Modi fy the definition of “tax preparers” to include persons who, for

consi deration other than a fee, prepare tax returns for another person.

Make each violation of the crimnal provisions regulating the practice of tax
preparers a separate offense.

Establish a civil penalty for disclosure of tax return information provided by
a consuner in connection with financial or business-related transactions.
Specify that tax return information includes information obtained through an
el ectroni c medi um

Require the disposal of tax return information in a manner that protects the
identity of the taxpayers.

This bill does not directly inpact the prograns adm nistered by the Franchi se Tax
Boar d.
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SUWARY OF AMENDMENT

The June 8, 2000, anendnment nmade a minor change to the provision that prohibits
unrel ated use of tax return information. The reference to federal or state tax
return i nformati on was changed frominformation “contained therein” to

i nformati on “obtained therefrom”

The departnent’s analysis of the bill as amended May 17, 2000, still applies.
The “Policy Consideration,” the “Inplenentation Consideration,” and “Board
Position” fromthe prior analysis are reiterated bel ow

POLI CY CONSI DERATI ONS

This bill would provide additional protection to taxpayers from unauthorized

di scl osure and carel ess di sposal of tax return information. The added protection
woul d cover businesses that prepare and electronically file tax returns and
shoul d reduce taxpayers’ fears regarding electronic filing. Taxpayer confidence
in the security of electronic filing is needed to acconplish the departnent’s
goal of a paperless filing system

| MPLEMENTATI ON CONSI DERATI ON

I npl enenting this bill would not affect the department’s prograns and operations,
but may foster greater acceptance of paperless, electronic filing nethods.

BOARD POSI TI ON

Pendi ng.



